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The Impact of EducaƟon on Unemployment in Kentucky

The unemployment
rate in Kentucky peaked
at 10.7% in 2009 while
the U.S. peak was 10%.

During the recent recession Kentucky’s unemployment rate peaked in 2009 at 10.7 percent. Meanwhile,
the overall unemployment rate in the U.S. reached a high of 10 percent in the same year. As Figure 1 illustrates, the Kentucky unemployment rate is o en higher than the U.S. unemployment rate. While there are
myriad reasons for this diﬀerence,
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Educa on has important impacts 2%
on many labor market outcomes,
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ment. Figure 2 presents the unemployment rates for individuals
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25 years and older in Kentucky for

four broad educa on groups: individuals with less than a high school degree, individuals with a high school degree only, individuals with
some college (including associates degrees), and individuals with at least a bachelor’s degree. Individuals 25
years and older are chosen because most individuals have completed schooling by age 25. The unemployment rate in Kentucky for individuals 25 and older peaked in 2009 at
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8.9 percent. In Figure 2 it can be
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Comple ng some college brought 10%
that rate below the overall average 8%
to 8.6 percent. However, those in- 6%
dividuals with a college degree saw
a peak unemployment rate of only 4%
5.1 percent. The overall unemploy- 2%
ment rate is a mix of these four 0%
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groups. That mixture is determined

by the percentage of workers with
diﬀerent levels of educa on.

Those individuals with
a college degree had
an unemployment rate
peak of 5.1% in 2009.
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Unemployment rates
for those without a
high school diploma
peaked at 16.5% in
2009.
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While Kentucky
has about the
same percentage
of workers without
a high school diploma as the U.S.,
Kentucky has a
significantly lower
percentage of college graduates in
its labor force.

Figure 3 presents the mixture of educaonal a ainment in Kentucky for 2011,
but is quite representa ve of the educaonal a ainment for other years. As can
be seen, while Kentucky has about the
same percentage of workers without a
high school degree as the U.S., Kentucky
has a significantly lower percentage of
college graduates in its labor force. Kentucky also has a higher percentage of
workers with just a high school degree,
but it does have a significantly higher
percentage with at least some post-secondary educa on (typically an associate’s
degree).
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In order to assess the impact of educa
onal a ainment on the unemployment
rate for Kentucky, we constructed a simulated unemployment rate for Kentucky using the U.S. educa onal mix
and the Kentucky unemployment rates by educa onal a ainment. Figure 4 illustrates three lines—the Kentucky
unemployment rate, the U.S. unemployment rate, and the simulated Kentucky unemployment rate (U.R.) achieved
by using the U.S. educa onal a ainment
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In 2009, Kentucky would have
experienced a
0.8% reducƟon in
unemployment
were its educaƟon
levels comparable
to the U.S.
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is much closer to the U.S. unemployment
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rate—which is markedly lower. In 2009
Kentucky would have experienced 8.1 percent unemployment (for those 25 year old and up) as compared to the
U.S. average of 7.9 percent and the Kentucky average of 8.9 percent. This represents a 0.8 percent reduc on in
unemployment during the recession period.
While this is a rela vely simple analysis, it paints a clear picture that at least some por on of the higher unemployment rate experienced by Kentucky is due to the educa onal mix of the Kentucky labor force and shows that
higher educa on is associated with lower unemployment.
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